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basis for this determination to prospec-
tive purchasers. The deed by which 
such an REO property is conveyed will 
contain a covenant restricting it from 
residential use until it is decent, safe, 
and sanitary, and meets the Agency’s 
cost effective conservation standards. 
The Agency will also notify any poten-
tial purchaser of any known lead based 
paint hazards. 

§ 3560.504 Sales price and bidding 
process. 

(a) The loan documents related to 
REO property sold for program pur-
poses must contain the restrictive-use 
language specified in § 3560.662(a). 

(b) Entities bidding on REO property 
designated to be sold as program prop-
erty must submit a loan application 
package that meets the requirements 
specified in subpart B of this part. 

(1) Bidders on REO property des-
ignated to be sold as program property 
must meet the eligibility requirements 
established under § 3560.55. 

(2) Bidders determined by the Agency 
to be ineligible to purchase REO prop-
erty designated to be sold as program 
property will be notified in writing. 
The bidding process will continue re-
gardless of pending appeals. 

(3) All offers from bidders determined 
to be eligible to purchase REO property 
designated to be sold as program prop-
erty will be considered in the bidding 
process and must provide evidence of 
financial stability and credit worthi-
ness. 

(c) The Agency will determine the 
successful bidder on REO property des-
ignated to be sold as program property 
by conducting a drawing of sealed bids. 

(1) The Agency may authorize the 
sale of an REO property by sealed bid 
or public auction when it is in the best 
interest of the Government. The Agen-
cy will publicly solicit requests for 
sealed bids and publicize auctions. If 
the highest bid is lower than the min-
imum acceptable bid established by the 
Agency, or if no acceptable bids are re-
ceived, the Agency may negotiate a 
sale without further public notice. 

(2) Bidders who desire to withdraw 
their bids must do so prior to the draw-
ing date. 

(d) Property designated to be sold as 
non-program property may be sold to 

entities that do not meet the Agency’s 
eligible borrower requirements speci-
fied in § 3560.55, and must be sold for 
cash or on terms approved by the Agen-
cy. Cash sales will be given first pref-
erence and will be drawn before any 
sales on terms. 

§ 3560.505 Agency loans to finance pur-
chases of REO properties. 

(a) Agency loans to finance the pur-
chase of REO property designated to be 
sold as program property must meet 
the same requirements as specified in 
subparts A and B of this part. In addi-
tion, the following provisions apply. 

(1) At the borrower’s option, the in-
terest rate will be the prevailing rate 
at the time of loan approval or the pre-
vailing rate at loan closing. 

(2) Purchasers may pay closing costs 
from their own funds or, if allowable 
under subparts B, L, or M of this part, 
as applicable, may finance such costs 
as part of the Agency loan. 

(b) Agency loans to finance the pur-
chase of REO property designated to be 
sold as non-program property must 
meet the following terms. 

(1) A down payment of not less than 
10 percent of the purchase price is re-
quired at closing. 

(2) The interest rate will equal the 
lesser of the prevailing interest rate at 
the time of loan approval or loan clos-
ing for MFH loans plus one-half per-
cent. 

(3) The note amount will be amor-
tized over a period not to exceed 10 
years. If the Agency determines that 
more favorable terms are necessary to 
facilitate the sale, the note amount 
may be amortized using a 30-year fac-
tor with payment in full due no later 
than 10 years from the date of closing 
(balloon payment). In no case will the 
term be longer than the useful life of 
the property. 

(4) Agency loans to finance the pur-
chase of non-program REO property 
are subject to the availability of funds. 

(c) Loan limits and allowable uses of 
loan funds specified in subparts B, L, 
and M of this part, as applicable, are 
applicable to any Agency-financed 
(credit) sale of REO property. 

(d) Title clearance and loan closing 
for an Agency financed sale and any 
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